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A Study of Human Resource Management Outsourcing in Corporation 
 
With the development of information industry, knowledge-based economy and 
economic globalization, great changes have taken place in the patterns of operation 
and management in corporation since the 1990s. The sustainable, rapid development 
of the outsourcing industry, in a time of global disequilibrium of economic 
development, has drawn wide attention not only from the business circle, but also 
from various researchers. Human Resource Management Outsourcing (HRO), as a 
fast-developing field in the outsourcing industry, China is one of the most developed 
area in Outsourcing. 
Corporation of differing types differ in their motivation and purpose of HRO. 
Even within the same corporation, its purposes vary in its choice of outsourcing of 
various Human Resource Management functions. Up till now quite a number of 
theories have been put forward to analyze and interpret Business Process Outsourcing 
(BPO), such as the theory of Social Division of Labor, Trade Cost Theory, 
Comparative Advantage Theory, Wooden Barrel Theory, Resources Superiority 
Theory, Supply Chain Theory, and Strategic Management Theory. These theories may 
explain, to a greater or lesser extent, the HRO phenomenon, but are constrained, each 
in its own way, in that every theory, whichever it is, may analyze and explain the 
phenomenon only from a certain perspective, and that the explanatory power of these 
theories varies with market environment. So far none of the theories may fully explain 
the HRO phenomenon and its development from a holistic viewpoint; for an overall 
and complete view of the phenomenon, various theories are needed to analyze it from 
various angles. 
The motivation for HRO comes from both within and outside of a corporation. 
The major external driving force is global economic integration, while the internal one 













trade cost is lowered to a certain degree with the standardization of human resources 
management activities and the development of information technology, both of which 
serve as the technological force for its development. 
HRO, as an innovation in the internal management pattern, inevitably exerts 
some influence over the operation and management of the corporation, which may be 
seen in two aspects: corporate performance and internal management. Human 
resources management influences the corporation through influencing the 
management efficiency, thus improving its corporate performance. The influence of 
human resources management over corporate performance (non-financial 
performance) is direct and distinct, whereas that over financial performance is indirect 
and, more often than not, not so distinct. Similarly, HRO differs in its influence over 
financial and non-financial performance. That is, HRO influences non-financial 
performance distinctly but financial performance not as distinctly. The influence over 
the former is chiefly seen in the changes in management efficiency, and that over the 
latter chiefly in the changes in management cost and efficiency. 
Human resources management has important influence over the internal 
management of a corporation, especially in the management of human resources 
departments. As some business-like management tasks are fulfilled by HRO, the 
internal human resources management turns gradually from business-like 
management to strategic management. At the same time, the decrease in business 
volume reduces the demand for professional human resources management personnel, 
whose way out is one of the problems the corporation has to solve. In accordance with 
the development of external market and the changes in the need for internal 
management, the present dissertation has attempted a model to find a way out for 
those professionals. 
The decision making in HRO is a prerequisite for its successful implementation. 
The decisions chiefly concern outsourcing object selection and application service 
provider (ASP) selection. The selection of an outsourcing object need to take into 
consideration two major factors: the motivation and need for HRO, and should 
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